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DEVELOPING A TECHNOLOGY PLAN FOR YOUR FIRM
Does your firm have a written, three-year technolo
gy plan? If not, you should seriously consider devel
oping one before making any additional invest
ments in technology. Often, firms don’t know what
they are currently spending on technology, and are
shocked when they do calculate the amount to find
it is generally not enough.
Studies show that single office firms need to
spend at least 5 percent of their gross revenues on
technology to stay current. Where there are multiple
offices or a desire to communicate externally, figure
on 6 percent to 7 percent of gross revenues. This,
typically, amounts to over $5,000 per employee
annually, which works out roughly to $5 per charge
hour.
Many firms spend these amounts or more with
out a plan for obtaining a return on their invest
ments. Note, too, that these figures only include
hardware, software, and direct training costs—not
other costs, such as lost billable time. Further,
implementation and training generally account for
over 70 percent of the entire investment in technol
ogy, so firms need to concentrate on improving the
impacts of technology, not just hardware and soft
ware.
Personal computers and local area networks have
changed the way we work, and newer software can
improve performance dramatically. Some of the
more significant ways firms can increase personal
productivity and revenues are through
Daily time entry and interactive on-screen billing.
Interactive tax return research and preparation.
Interactive financial reporting.
Electronic access to client information.
Electronic mail and telephone messaging.
Access to the Internet for communications and
research.
Local area networks, application software, and
employee training are important issues that should

also be addressed. New technology is constantly
introduced, and firms must have the proper infra
structure in place to profitably apply it.
A common weakness in CPA firms is lack of a
technology leader. Owners often don’t have the time
or expertise to fill this role. If this is the situation in
your firm, you might find that an outside facilitator
with the requisite practice management and tech
nological skills can help reduce the time spent plan
ning and reaching implementation decisions.
Obtaining a return on your investment

One way to ensure a return on your investment is to
impose a technology surcharge per chargeable
hour. Some firms view technology costs much like
labor and use a multiplier of two to four times. To
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give an example, an amount of $5 with a multiplier
of three would produce a technology surcharge of
$ 15 per hour. This could be automatically calculat
ed and posted by time and billing software.
I have heard every reason why a technology sur
charge won’t work. It is working in our firm, how
ever, and in many others across the country. The
key is partner commitment and the proper attitude
toward the value of technology.
Firms that have made the investment in equip
ment and training realize reduced time spent on tax
return preparation, for example, but if the savings
are simply passed along to the client, overhead con
tinues to rise while partner income shrinks. A firm
with 20,000 chargeable hours per year that imposes

Firm Automation Questionnaire

□ Do you have a written three-year plan and
budget?
□ Are your owners and staff adequately
trained?
□ Is your firm in compliance with software
licensing agreements?
□ Is your firm using current versions of its
software?
□ Does your firm have a quality PC for every
person attached to a LAN?
□ Does your firm have an outside facilitator?
□ Do you have an adequately trained network
supervisor and support personnel?
□ Has your firm implemented Windows 95?
□ Do you have a qualified owner providing
leadership?
□ Do you have a written disaster recovery
plan?
□ Have you upgraded at least one-third of
your network nodes during the past year?
If you cannot answer affirmatively to all of
the above questions, put technology planning
on the agenda for your next owner meeting.

a surcharge of $10 per hour will generate an addi
tional $200,000. The firm should plan to collect 90
percent of that amount.
The technology surcharge does not replace exist
ing charges for tax return processing and write-up.
It simply represents a return on the firm’s invest
ment. These investments are not one-time-only
expenditures. They continue on an annual basis.
The planning process

Two days are required to develop a technology plan
for a typical single-office firm with fifty or fewer
employees. The way we develop such a plan is to
organize owners, staff, and administrative person
nel into groups and have them attend a two-hour
briefing on other firms’ experiences, available alter
natives, and current and future technology.
The participants are then asked to list their
requirements, which are used to determine priori
ties that are included in the written plan. Improved
time and billing and return on investment are typi
cally owner priorities. Training and better hardware/software are usually staff and administrative
personnel priorities.
Limiting the size of the groups to no more than
twelve people is most productive. It is also advanta
geous to mix personnel from different areas, for
example, from the professional, clerical, and admin
istrative areas. People gain a better awareness of the
firm’s overall issues, rather than just their own
department’s priorities.
A budget and plan is prepared with task assign
ments and completion dates. The projects for the
first year are specific, while the programs for the
second and third years are more conceptual in
nature. Drafts of the plan and budget are then pre
sented to the owners for their review and ultimate
decision.
Staff should be notified of the owners’ decision
immediately, as each individual will have input into
and be affected by its implementation. The plan will
also need to be reviewed each year in terms of
accomplishments and current requirements, and
the budget and actual plan updated to incorporate
changes in technology.
(continued on page 6)
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Highlights of Recent Pronouncements
FASB Statements of the Financial
Accounting Standards Board

No. 129 (February 1997), Disclosure of Information
about Capital Structure
□ Supersedes specific disclosure requirements of
APB Opinions no. 10, Omnibus Opinion—1966,
and no. 15, Earnings per Share, and FASB
Statement no. 47, Disclosure of Long-Term
Obligations, and consolidates them in this
Statement for ease of retrieval and for greater
visibility to nonpublic entities.
□ Establishes standards for disclosing information
about an entity’s capital structure.
□ Continues the previous requirements to disclose
certain information about an entity’s capital
structure found in APB Opinions no. 10 and no.
15, and FASB Statement no. 47, for entities that
were subject to the requirements of those stan
dards.
□ Eliminates the exemption of nonpublic entities
from certain disclosure requirements of APB
Opinion no. 15 as provided by FASB Statement
no. 21, Suspension of the Reporting of Earnings
per Share and Segment Information by Non-public
Enterprises.
□ Applies to all entities, public and nonpublic, that
have issued securities addressed by this
Statement.
□ Effective for financial statements for periods
ending after December 15, 1997.
No. 128 (February 1997), Earnings per Share
□ Supersedes:
1)
APB Opinion no. 15, Earnings per Share,
2) AICPA Accounting Interpretations 1-102 of
APB Opinion no. 15;
3) AICPA Accounting Interpretations 1, “Changing
EPS Denominator for Retroactive Adjustment
to Prior Period,” and 2, “EPS for 'Catch-up’
Adjustment,” of APB Opinion no. 20,
Accounting Changes;
4) FASB Statement no. 85, Yield Test for
Determining whether a Convertible Security Is
a Common Stock Equivalent;
5) FASB Interpretation no. 31, Treatment of Stock
Compensation Plans in EPS Computations.
□ Amends other accounting pronouncements.
□ Establishes standards for computing and pre
senting earnings per share (EPS).
□ Simplifies the standards for computing EPS pre
viously found in APB Opinion no. 15 and makes
them comparable to international EPS standards.

□ Replaces the presentation of primary EPS with a
presentation of basic EPS.
□ Requires:
1) Dual presentation of basic and diluted EPS
on the face of the income statement for all
entities with complex capital structures;
2) A reconciliation of the numerator and
denominator of the basic EPS computation to
the numerator and denominator of the dilut
ed EPS computation.
□ Applies to entities with publicly held common
stock or potential common stock.
□ Effective for financial statements for both inter
im and annual periods ending after December
15, 1997. Earlier application is not permitted.
GASB Statement of the Governmental
Accounting Standards Board

No. 31 (March 1997), Accounting and Financial
Reporting for Certain Investments and for External
Investment Pools
□ Supersedes paragraphs ’64 through 67 of GASB
Statement no. 11, Measurement Focus and Basis
of Accounting—Governmental Fund Operating
Statements.
□ Amends GASB Statement nos.
1) 2, Financial Reporting of Deferred Compensation
Plans Adopted under the Provisions of Internal
Revenue Code Section 457;
2) 3, Deposits with Financial Institutions, Invest
ments (including Repurchase Agreements), and
Reverse Repurchase Agreements;
3) 10, Accounting and Financial Reporting for
Risk Financing and Related Insurance Issues;
4) 28, Accounting and Financial Reporting for
Securities Lending Transactions.
□ Establishes:
1) Accounting and financial reporting standards
for all investments held by governmental
external investment pools;
2) For most other governmental entities, fair
value standards for investments in (a) partic
ipating interest-earning investment contracts,
(b) external investment pools, (c) open-end
mutual funds, (d) debt securities, and (e)
equity securities, option contracts, stock war
rants, and stock rights that have readily deter
minable fair values.
□ Provides guidance:
1) For applying fair value to certain investment
transactions for defined benefit pension plans
and Internal Revenue Code Section 457
deferred compensation plans;
2)
For reporting the fair value of investments in

Practicing CPA, May 1997

4

□

□

□

□

□

open-end mutual funds and external invest
ment pools.
Requires, for internal and external investment
pools, the equity position of each fund and com
ponent unit of the reporting entity that sponsors
the pool to be reported as assets in those funds
and component units.
Provides reporting standards when income from
investments associated with one fund is assigned
to another fund.
Establishes minimum requirements for the
financial statements to be presented and the dis
closures to be made in the:
1) Separate financial reports of governmental
external investment pools;
2) Sponsor’s report concerning those pools,
including expanded disclosure requirements
if separate pool financial reports are not
issued.
Provides standards for reporting individual
investment accounts that a governmental entity
provides to other entities.
Effective for financial statements for periods
beginning after June 15, 1997. Earlier applica
tion is encouraged.

Statement on Auditing Standards

No. 82 (February 1997), Consideration of Fraud in a
Financial Statement Audit
□ Supersedes SAS no. 53, The Auditor’s
Responsibility to Detect and Report Errors and
Irregularities;
□ Amends SAS nos:
1) 1, section 110, Responsibilities and Functions
of the Independent Auditor;
2) 1, section 230, Due Care in the Performance of
Work;
3) 47, Audit Risk and Materiality in Conducting
an Audit.
□ Focuses on the auditor’s consideration of fraud
in an audit of financial statements.
□ Provides guidance to auditors in fulfilling the
responsibility to plan and perform the audit to
obtain reasonable assurance about whether the
financial statements are free of material mis
statement, whether caused by error or fraud, as
it relates to fraud.
□ Describes fraud and its characteristics.
□ Requires the auditor to specifically assess the
risk of material misstatement due to fraud and
provides categories of fraud risk factors to be
considered in the auditor’s assessment.
□ Provides:
1) Guidance on how the auditor responds to the

Practicing CPA, May 1997

results of the assessment;
2) On the evaluation of audit test results as they
relate to the risk of material misstatement
due to fraud.
□ Describes related documentation requirements.
□ Provides guidance regarding the auditor’s com
munication about fraud to management, the
audit committee, and others.
□ Effective for audits of financial statements for
periods ending on or after December 15, 1997.
Earlier application is permissible.

Standards for Performing and Reporting
on Peer Reviews

Standards for Performing and Reporting on Peer
Reviews (January 1997)
□ Supersedes the current Standards for Performing
and Reporting on Peer Reviews.
□ Expands the definition of an accounting and
auditing practice for peer review purposes to
include attest services on financial information if
the firm audits, reviews, or compiles the histori
cal financial statements of the client.
□ Requires:
1) A firm that performs agreed-upon procedures
engagements under SAS no. 75, Engagements
to Apply Agreed-Upon Procedures to Specified
Elements, Accounts, or Items of a Financial
Statement, to have an on-site peer review;
2) A risk-based approach when selecting offices
and engagements for review on an on-site
peer review.
□ Revises the guidelines for selecting the number
of engagements for review on an off-site peer
review.
□ Eliminates the restriction limiting the number
of successive reviews an on-site team captain
or off-site reviewer can perform on the same
firm.
□ Requires that a review team member be associ
ated with a firm that has had an unqualified
report on its most recent peer review.
□ Applies to firms in the AICPA peer review pro
gram (which includes firms that are a member of
the Private Companies Practice Section), to indi
viduals and firms who perform and report on
such reviews, to state CPA societies administer
ing the reviews, and to associations of CPA firms
assisting their members in arranging and carry
ing out peer reviews.
□ Includes Peer Review Standards Interpretation
nos. 1 through 3, issued through January 1, 1997.
□ Effective for peer review years beginning on or
after January 1, 1997.
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Your Voice in Washington
Legislation introduced in Congress to clarify
the definition of an “independent contractor”

Bills were recently introduced in the House and
Senate that would simplify how workers are classi
fied for federal tax purposes.
The twenty-factor test historically used by the
IRS to classify workers as either employees or inde
pendent contractors is universally agreed to be con
fusing. Even the Department of the Treasury has
testified that using the twenty-factor test “...does
not yield clear, consistent, or even satisfactory
answers, and reasonable persons may differ as to
the correct classification.”
The issue of how workers are classified is of such
concern to the small business community that the
2,000 delegates to the 1995 White House Conference
on Small Business chose it as their top priority.
The bills (S. 460 and H.R. 1145) were introduced
by Senator Christopher Bond (R-MO) and Rep.
James Talent (R-MO), who chair the Senate and
House Small Business Committees, respectively.
The bills establish a safe harbor for employers
classifying workers as independent contractors
when either of the two following criteria are met:
□ An individual demonstrates economic and
workplace independence, and a written agree
ment exists between the parties.
□ An individual conducts business through a cor
poration or LLC and the individual does not
receive benefits from the employer.
Employers also must report to the IRS payments of
more than $600 annually to an independent con
tractor and issue IRS Form 1099s, in order to qual
ify for the safe harbor.
Under the legislation, reclassifications upheld by
a court will apply prospectively only, so long as the
employer and independent contractor have a writ
ten agreement, the reporting requirements were
met, and there was a reasonable basis for believing
that the worker is an independent contractor.
S. 460 and H.R. 1145 also increase the
deductibility of health insurance for the self
employed to 100 percent beginning in 1997 and
restore the home-office deduction eliminated by the
1993 U.S. Supreme Court Soliman decision.
The AICPA supports simplifying how workers are
classified and developed a legislative proposal based
on an early version of the legislation. Some of the
components of the Institute’s proposal are included in
S. 460 and H.R. 1145. The AICPA believes that this leg
islation is an improvement over the earlier version,
and supports the sections of the bills that increase the
health insurance deduction for self-employed individ
uals and restore the home-office deduction. □

Conference Calendar
SAS no. 82 Implementation Presentations
8—The Fairmont, Chicago, IL
8—Royal Sonesta, New Orleans, LA
9—Capital Hilton, Washington, DC
9—Marriott Marquis, New York, NY
Recommended CPE credit: 4 hours

May
May
May
May

Spring Tax Division Meeting
June 2-4— JW Marriott, Washington, DC

Recommended CPE credit: 8 hours

Tax Strategies for the High Income Individual
June 4-6—Flamingo Hilton, Las Vegas, NV

Recommended CPE credit: up to 23 hours

National Practitioners Symposium
June 7-11—Sheraton, New Orleans, LA

Recommended CPE credit: 40 hours

OMB A-133 In-Depth 97
June-11—Grand Hyatt, Washington, DC

Recommended CPE credit: 5 hours
Not-for-Profit Conference
June 12-13—Grand Hyatt, Washington, DC

Recommended CPE credit: 16 hours
Investment Planning
June 23-24—Grand Hyatt, New York, NY

Recommended CPE credit: 16 hours
National Healthcare Industry Conference
July 17-18—The Mirage, Las Vegas, NV
Recommended CPE credit: 19 hours

Tech ’97 (Formerly Microcomputer)
July 20-23—MGM Grand, Las Vegas, NV

Recommended CPE credit: 24 hours
National Advanced Accounting and Auditing
Technical Symposium
July 28-29—Palmer House Hilton, Chicago, IL
Recommended CPE credit: 16 hours

Advanced Estate Planning Conference
July 30-August 1—Arizona Biltmore, Phoenix,
AZ
Recommended CPE credit: 34 hours

To register or for more information, contact
AICPA Conference Registration, tel. (800) 8624272.
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Developing a Technology Plan
(continued from page 2)

To obtain the most value from your investments
in technology, it is essential to develop a well-pre
pared plan that has the support of the entire firm.
You might want to review the sidebar questionnaire
on page 2 to determine the current status of
automation in your firm. And keep in mind that if
you don’t have a technology leader, it will save you
time and money to have a qualified individual from
outside the firm facilitate the planning process. □
—by L. Gary Boomer, CPA, Boomer Consulting
Inc., 610 Humboldt Street, Manhattan, Kansas
68502-8035, toll-free tel. (888) BOOMERS
Editor’s note: The above article is an update of an
earlier article by Mr. Boomer. Boomer Consulting,
Inc. recently published the Technology Planning
Guide for CPA Firms to direct firms on how to devel
op their own plan and budget. The guide contains
many of the checklists and forms needed to formulate
the plan, along with a summarization of key issues.
A diskette containing most of the forms and an inter
active spreadsheet questionnaire that develops a
detailed budget is also included. To get started, you
simply fill out the spreadsheets and set the dates for
the owner planning sessions.
To purchase the Technology Planning Guide for
CPA Firms ($95 plus shipping and handling), call
Sandra Wiley at Boomer Consulting, Inc., tel. (913)
537-2358.

Practice Alert Issued on Audits of
Employee Benefit Plans
The SEC practice section professional issues task
force (PITF) has issued Practice Alert 97-2, “Audits
of Employee Benefit Plans.” The Practice Alert,
which is included in the May 1997 CPA Letter, pro
vides an overview of the governmental oversight of
employee benefit plans, the relevant financial
accounting and reporting standards, and the com
mon deficiencies noted on such audits by the AICPA
self-regulatory teams and the U.S. Department of
Labor.
The Practice Alert also includes best practices
adopted by firms performing audits of employee
benefit plans, and an overview of current legislative
developments which, if enacted, would significantly
change the way employee benefit plan audits are
conducted. □

Practicing CPA, May 1997

Questions for the Speaker (What will
replace compliance work?)
Over the years, thousands of practitioners who have
attended practice management conferences have
found they provide an excellent forum for the
exchange of ideas that make running an accounting
practice easier and more profitable. The wide vari
ety of sessions at the Practitioners Symposium, to
be held next month, should provide many similar
opportunities.
A participant at last year’s Practitioners Symposium
said that practitioners hear that their businesses are
changing, that “compliance work is dead,” and that
they should develop niche services. She asked the pan
elists at a forum on small firm issues for some ideas to
help firms get through this period.
Joseph A. Puleo, a Hamden, Connecticut, CPA,
says that a niche can be any service for which there
is an apparent need and which the practitioner per
forms well and can offer more than other CPAs in
the area.
Mr. Puleo says he has always been comfortable in
specialty areas, and suggests others may have spe
cialties in their practices that they haven’t consid
ered. Practitioners may have expertise in auto deal
erships, manufacturing clients, or distribution com
panies, for example, but have never tried to develop
these as niche practices. Mr. Puleo urges practition
ers to explore the idea.
Bea Nahon, a Bellevue, Washington, practitioner,
believes opportunities sometimes just come along.
In her practice, involvement in one divorce case
lead to similar engagements and a considerable
amount of work devising property settlements and
divorce tax strategies. To develop a niche, Ms.
Nahon believes the practitioner must be willing to
unbundle services and make them forward looking,
and should focus on how the niche can help the
client.
Emile P. Ostriecher III, who practices in
Alexandria, Louisiana, says he is not yet ready to
write off bookkeeping and tax services, although he
is cognizant of change. In fact, bookkeeping—a ser
vice that was “supposed” to be disappearing a few
years ago—is the fastest growing and most prof
itable part of his practice.
Mr. Ostriecher says this in no way means he
believes the practice won’t change. Although they
are making hay while the sun still shines on the old
compliance areas, the firm’s partners are keeping
their eyes open for new opportunities. One such
opportunity, they think, might be an employee ben
efit plan niche. There aren’t many 401(k) plan
administrators where they practice and they might
be able to fill a need. 0
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PCPS Advocacy Activities
TIC update on Circular A-133

In November 1996, the Office of Management and
Budget (OMB) issued a proposed revision to the
April 1996 Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. The
revision would bring state and local governments
under the provisions of Circular A-133, rescind
OMB Circular A-128, and bring the provisions of the
new Circular into conformity with the requirements
of the Single Audit Act signed into law in July 1996.
The release of three documents that will help
auditors implement the Single Audit Act is immi
nent. Auditors must follow the requirements of the
Single Audit Act, even in the absence of this further
guidance, however. The three documents are:
□ A final revision of the proposed new OMB
Circular A-133. (Release expected in the second
quarter, this year.)
□ A revised OMB Compliance Supplement. (Release
expected in phases beginning in the second quar
ter.)
□ A Statement of Position by the AICPA with
implementation guidance and revised audit
report examples. (Release expected in the sum
mer.)
One of the more significant provisions of the pro
posed new Circular A-133 increases the threshold
from $25,000 to $300,000 for when a single audit is
required. In addition, the basis for determining fed
eral awards is changed from receipts to expendi
tures. While the increase in the threshold for requir
ing single audits may result in many small local gov
ernments and not-for-profits no longer having a fed
eral single audit requirement, auditors should deter
mine if there are lower thresholds for single audit
requirements in their respective state(s).
The proposed new Circular A-133 introduces the
concept of Common Requirements, which replace
the General Requirements contained in prior
Circulars. These new provisions will require the
auditor to express an opinion (or disclaimer) on
compliance. Accordingly, auditors should plan their
compliance testing to achieve this objective.
Ideally, single audit testing should be delayed
until the revised guidance becomes available. This
may not be practical in many cases, however, as
auditors begin June 30, 1997, single audits.
Following are some suggestions for CPAs who can
not wait for the release of the documents before
beginning single audit work.
For first-year audits, the auditor may elect to
determine major programs as Type A programs plus
any Type B programs necessary to meet the per
centage of coverage rule discussed in paragraph (f)

of Section 520 of the proposed new Circular A-133.
This means that determination of major programs
using the described risk-based approach may be
postponed until fiscal years beginning after July 1,
1997. (See paragraph (i) of Section 520 of the pro
posed new Circular.)
The auditor may also choose to apply the risk
based approach under the assumption that the risk
based rules will not change. This may result in some
re-work if the risk-based rules do change when the
revised Circular is issued, however.
The auditor can perform tests of internal control
covering the major programs. Auditors are remind
ed that the proposed new Circular A-133 requires a
level of control testing designed to support a low
assessed level of control risk, although the auditor is
not required to achieve a low level of control risk. If
the results of the audit tests do not enable the audi
tor to achieve a low level of control risk, an expan
sion of testing is not required. Nevertheless, it is
likely that reportable conditions would be identified
in this instance and should be disclosed.
The proposed new Circular A-133 requires that
where there have been changes to the compliance
requirements and the changes are not reflected in
the compliance supplement, the auditor shall deter
mine the current compliance requirements and
modify the audit accordingly.
For those federal programs not covered in the
compliance supplement, the auditor should use the
types of compliance requirements contained in the
compliance supplement as guidance for identifying
the types of compliance requirements to test, and
determine the requirements governing the federal
program by reviewing the provisions of contracts
and grant agreements and the laws and regulations
referred to in those contracts and grant agreements.
The auditor should also consult with the applicable
federal agency to determine the availability of
agency-prepared supplements or audit guides.
Part 7 of the draft of the revised compliance sup
plement, which is expected to be released in phases
beginning in May of this year, contains advice for the
CPA who is auditing a program that is not included
in the compliance supplement. The draft suggests the
auditor address the following questions in determin
ing which compliance requirements to test:
□ What are the compliance requirements for a spe
cific program?
□ Which of these requirements could have a direct
and material effect on the program?
□ Which of these requirements are susceptible to
testing by the auditor?
□ Into which of the fourteen types of compliance
requirements does each requirement fall?
□ For Special Tests and Provisions, what are the
Practicing CPA, May 1997
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□ Reporting.
□ Subrecipient Monitoring.
□ Special Tests and Provisions.
The draft also reminds auditors that they have a
responsibility under Generally Accepted Government
Auditing Standards (GAGAS) for other requirements
when information comes to their attention concern
ing the existence of possible noncompliance with
other requirements which could materially affect a
major program.
The technical issues committee (TIC) of the
AICPA private companies practice section will meet
in New York City on May 13-14 and in Chicago on
July 25-26. For information about attending a meet
ing, contact Susan E. Sly via the telephone and FAX
numbers appearing below. To obtain a list of addi
tional sources of information related to Circular A133, call the PCPS staff, tel. (800) CPA-FIRM. □
—by Susan E. Sly, CPA, AICPA Professional Standards
and Services, New York, tel. (212) 596-6047, FAX (212)
596-6091 and Mary M. Foelster, CPA, AICPA
Professional Standards and Services, Washington, DC,
tel. (202) 434-9259, FAX (202) 638-4512

Harborside Financial Center
201 Plaza Three
Jersey City, N.J. 0733881
(201) 938-3005
Fax (201) 938-3404

[AICPA

Private Companies Practice Section

applicable audit objectives and audit procedures?
The draft advises auditors that federal programs
often have many compliance requirements, any of
which could have a direct and material effect under
a worst-case scenario. Normally, however, there will
only be a few key compliance requirements that
could have a direct and material effect on the pro
gram. Since the single audit process is not intended
to cover every compliance requirement, the audi
tor’s focus should be on the fourteen types of com
pliance requirements enumerated in Part 3 of the
draft of the revised compliance supplement. These
types of compliance requirements are:
□ Activities Allowed or Unallowed.
□ Allowable Costs/Cost Principles.
□ Cash Management.
□ Davis-Bacon Act.
□ Eligibility.
□ Equipment and Real Property Management.
□ Matching, Level of Effort, Earmarking.
□ Period of Availability of Federal Funds.
□ Procurement and Suspension and Debarment.
□ Program Income.
□ Real Property Acquisition and Relocation Assistance.
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